MONTHLY REVIEW 


OF 


Business and Industrial Conditions in the New England District 
By Frederic H. Curtiss, Chairman and Federal Reserve Agent 
FEDERAL RESERVE BANK OF BOSTON 





Boston, Mass., December 1, 1921 





THE SITUATION 


The business situation should always be looked 
at from two different angles, — first, as it 
changes from month to month, and second, by 
eliminating that proportion of the change which 
is the result of periodical seasonal activity, 
thereby giving the longer range or fundamental 
point of view. The two are quite distinct and 
often give apparently contradictory results. In 
other words there is a movement within a move- 
ment. The building industry, for instance, may 
improve fundamentally this coming winter, yet 
be quiet compared with its activity last summer. 
If the business situation at the present time is 
observed from each of these points of view it will 


be found that the changes in industrial activity 


from week to week are very confusing, some in- 
dustries apparently receding while others con- 
tinue toimprove. It might be said that industry 
as a whole in New England improved but slightly 
on the surface during November. But if the 
situation be viewed broadly the assumption 
would probably be justified that a further small 
advance has been made in the cycle toward 
fundamentally conditions. The total 
progress since summer has not been large and 
it is quite possible that the recovery from the 
depression will not be marked for some time. 
There are still too many factors of unknown in- 
fluence to permit one to form an intelligent 
estimate as to the magnitude of industrial 
activity during the coming year. Certainly 
several of the larger New England industries 
have already made substantial recoveries from 
the depression. 


better 


Among these is the paper in- 


dustry. For several months manufacturers’ 
stocks of paper have been declining while at the 
same time production has been increasing. An 
encouraging feature is the fact that the produc- 


tion of paper board has appreciably increased, 


reflecting the improvement in the general in- 
dustrial situation. Paper board, of course, is 
used largely in making boxes and containers for 
shipping purposes. 

The boot and shoe industry of this district 
however, is laboring under several difficulties 
which make the outlook at the moment a little 
less optimistic than it was a short time ago. 
Several of the New England shoe centers are 
having wage disputes which seem to have come 
to a head in Lynn, Mass., the largest producer 
of women’s shoes in New England. At the same 
time the seasonal movement of production in this 
industry indicates that this is normally the 
period of reduced production as the factories are 
just finishing their run of fall and winter shoes 
and preparing for the spring production. 

The woolen industry is perhaps as active as 
any of the New England industries and is oper- 
ating at what might be called a normal rate. 
The general tone in the cotton industry, how- 
ever, is not quite as good. The rapid changes 
in the price of the raw staple have unsettled both 
the yarn and goods markets, these fluctuations 
being due to changes in the forecasts of the size 
of this year’s cotton crop, the final figure for 
which will not be known until the last of Decem- 
ber. In the meantime New England cotton 
mills continue to operate at approximately 80 
per cent. of capacity. 

Retail trade took a decided change for the 
better during October. It had been falling be- 
hind during July, August and September, and 
merchants at that time did not have a very 
hopeful outlook for the fall. However, those 
department stores in New England which report 
to this bank state that their net sales in dollars 
during October of this year were larger than in 


the same month last year, notwithstanding the 
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fact that in the interim, retail prices had de- 
clined considerably. The obvious conclusion 
is that larger volumes of goods are being sold by 
the department stores this fall than a year ag 

The total value of contracts awarded for new 
construction in New England during October, 


which amounted to $21 o was the largest 


+700} 
for any month in 1921 and was 21 per cent.above 
that of October last year. In fact, the New Eng 
land Federal Reserve District showed a larger 
gain between September and October than any 
other district in the United States. 

The money and banking situation is reassur 
ing. Practically all of the Federal Reserve 
Banks found it possible to make a further reduc- 
tion in their rediscount rates during November 
because of their strong reserve position gained by 
both a reduction of loans and an increase in hold 
ings of gold. The Federal Reserve Bank of 
Boston loaned a maximum of approximately 
$281,000,000 in December 1919. Through the 
cooperation of the member banks and their cus- 
tomers the inflated credit structure of New 
England was brought under control without 
disaster. In fact the loans of the Federal Re- 


serve Bank of Boston have been liquidated to 


such an extent that during the first part of 
November of this year this bank was loaning 
slightly less than $64,000,000. Money rates 


have become easier, coincident with the lower 
rediscount rate, and credit is more readily ob- 
tainable. The Federal Reserve Banks in other 
sections ol the country found it pe ssible also to 
reduce their borrowings from this bank, a reflec- 
tion of the improvement in the agricultural sec 
tions. 

Although credit conditions are improving from 
a banking standpoint, the number of failures each 
month in New England 1s large, particularly for 
this time of the year. The liabilities of failures 
in this district fluctuated between two and three 
million dollars a month between May and Sep- 
tember; but during October, although the num- 
ber of failures was large, the liabilities declined 
to $1,550,000. 

The activity of the iron and steel industry of 
the United States which is often considered to be 
indicative of the general industrial situation 
throughout the country, has begun to show signs 
of a slackening following the decided improve- 
ment which started in August. This improve- 
ment was no doubt largely seasonal although it 
was more than normally would be expected. 


The possibility of a railroad strike began to cause 
consumers to withhold placing their orders in 
October and later when there was intimation 
that railroad freight rates would be reduced, they 
were given further incentive to wait. Conse- 
quently iron and steel prices have been weak. 

Commodity prices as a whole have been rising 
more or less regularly since the middle of the 
summer. The movement of the standard in- 
dices used to measure wholesale price fluctua- 
tions has been of moderate proportions, amount- 
ing thus far toonly two or three per cent. over the 
low point reached in the summer. At the pres- 
ent time an average of over 300 commodities, 
calculated by the United States Department of 
Labor, indicates that wholesale prices are now 
about 50 per cent.above those of 1913 and ap- 
proximately 44 per cent. below the highest 
reached in the spring of 1920. Thecost of living, 
however, has only declined about 20 per cent. 
from the maximum of 1920. The cost of such 
important items in the family budget as rent and 
fuel is not as sensitive to movements as the gen- 
eral average of commodities at wholesale. In 
Massachusetts at present the cost of shelter is as 
high as it has been at any time during the past 
period of prosperity. 

Wholesale prices are rising very rapidly in 
Germany. During the first part of October the 
Frankfurter Zeitung, a well known and author- 
itative German newspaper, reported wholesale 
prices as 20 times the level of July 1914, while 
at the end of that month they had increased to 
almost 27 times that level. Commodity prices 
in England have been declining for approxi- 
mately the same length of time as in this country. 
In fact, English prices fell decidedly during Octo- 
ber, while prices in this country held their ow: 
at least. A more detailed study of the foreign 
price situation is given on pages ro and 11 of this 
Review. 

To summarize, — there is little doubt but that 
in New England at least, manufacturing activity 
is greater now than it was during mid-summer, 

the seasonal trend has been upward. Retail 
trade is certainly better but it must be remem- 
bered that December is normally the best month 
in the year regardless of whether or not there 
happens to be an industrial depression or an era 
of prosperity at that time. Even from the long 
range or fundamental point of view, it is prob- 
ably true that New England industries as a 
whole have at least held their own, and possibly 
continued to improve. However, the change in 
itself has not as yet been of sufficient magnitude 
to warrant more than a fair amount of optimism 
over the immediate future. 
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MONEY AND BANKING 


General Money Market. The outstanding char- 
acteristic of the money market is the demand 
that has developed for fixed term investments. 
This was exemplified by the government financ- 
ing of November 1, effected on a 414 per cent. and 
4)4 percent. basis for Certificates of Indebtedness 
to run six and ten and one-half months, respec- 
tively,—both issues being heavily oversub- 
scribed and immediately going to a premium in 
the open market, thus indicating the remarkable 
extent to which funds are at present seeking in- 
vestment in securities of the highest grade. The 
accompanying chart of the Boston Money Mar- 
ket shows that the open market is now placing a 
higher valuation on this type of security than at 
any time in four years. The curve giving the 
yield on United States Certificates of Indebted- 
ness reflects most satisfactorily the basic con- 
ditions in the money market because the issues 
of this class of paper, selected to mature within 
ninety days and enjoying a broad open market, 
are highly liquid, and, at the same time, are not 
involved in any of the speculative or business 
uncertainties attaching to even the highest grade 
of commercial paper or security. 

Another reflection of these easing tendencies 
in the money market is visible in the unabated 
demand for Bankers’ Acceptances, especially by 
institutions and corporations with temporarily 
idle funds seeking liquid investment. The 
thirty-day maturity is sought principally, with 
demand for this class of acceptance frequently 
greater than the supply. Following the almost 
simultaneous reduction in the discount rates of 
all twelve of the Federal Reserve Banks early in 
November, the going rate on Prime Bankers’ 
Acceptances promptly fell to 434 per cent. or 1 


BOSTON MONEY MARKET 








per cent. below the discount rates obtaining at the 
Federal Reserve Banks of Boston, New York and 
Philadelphia. 

Commercial Paper, although somewhat more 
slow to join the downward trend of money rates, 
was readily available in the Boston open market 
at 5!4 per cent. during the second week of 
November, — shaded occasionally to 5 per cent. 
for the best names but more frequently varying 
at the other extreme, up to 6 per cent. 

Money rates in the open market at Boston on 
November 15 were as follows: 


Commercial Banks to Customers, 6 per cent. 
Brokers’ Call Money, 514 per cent. 
go-day Bankers’ Acceptances, unendorsed, 4%¢ per cent. 
Commercial Paper (note brokers), 5-6 per cent. 
Year Collateral Loans, 5-54 per cent 


Banking Operations. The reserve ratio chart 
below epitomizes the substantial improvement 
which has taken place in the condition of the 
Federal Reserve Bank of Boston since the Armi- 
stice, and brings out the highly seasonal char- 
acter of the reserve ratio, which brought it to a 
peak in the fall of each year, at which time the 
loan demand from member banks in this district 
was dullest. The data used in plotting this 
curve pictures the New England situation only, 

exactly as if no inter-Reserve Bank trans- 
actions had taken place, i.e. it is higher than the 
published reserve ratio in proportion to the 
amount loaned to other Federal Reserve Banks, 
or lower in proportion to the amount borrowed, 
as the case may be. 


Member Banks. Of more than passing interest 
at this time is an analysis of the composition of 
the loans of member banks in this district. As 
compared with the beginning of the current year 
Boston banks had, on November 9, reduced their 
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loans Secure d bv stocks, bonds and | nited states 


Treasury Obligations, some $13,000,000 (7 per 
cent.), in striking contrast to the practically 
stationary holdings of this class of paper by 


All other loans during 
in Boston 


reporting country banks. 
the same period declined 15. per cent. 
and only 4 per cent. outside. 

Uni State § 7 Yeasur \’ 


vember 1 the government offered $20c 


( ) pe vation On Ni )- 


J ] 
led 


of Certificates of Indebtedness. The quota for 


this district on the two issues combined was 
$17,000 Subscriptions for nearly $59,000,- 
ooo were received, of which over $19,000, 

were allotted, $17,002,500 on the longer 
maturity and $2,410,000 on the shorter. Total 
subscriptions for the entire country amounted to 
some $811,000,000, — over four times the re- 


quired amount. 

Acceptances. The last ten days in October 
the 
bills recorded in this district for over a year, this 


showed largest amount of sales of 30-day 
period being also marked by the issuance of a 
fair amount of 15-day bills, covering sugar im- 
portations from Cuba. Following November 1, 
the demand was good with numerous inquiries 
from corporations and country banks. Savings 
banks appeared in the market moderate 
amounts of bills. The excellent market condi- 
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tions prompted dealers to carry larger port- 

lios in Boston, drawing on the surplus of bills 
which were being carried by their New York 
the increase of bills being required to 
the quick demands of the purchasers. At 
this writing (November 18) the supply of bills 
slightly exceeds the demand with sales somewhat 
less than during the preceding weeks and the 
tre! There 
is also a noticeable increase in the holdings of the 
[t is reported that Boston banks have 
reduced their call rate on notes secured by ac- 
6to 5 percent. This appears 
itself in the smaller number of bills 
the Federal Reserve Bank of Boston is 
called upon to carry for the dealers. 

The bid rates by all dealers in Boston for 
prime bills are now 4°% and the offering 414 per 
CEN. 


TOwos 


omces, 


meet 


id running more to the city banks. 
dealers. 


ceptances from 5} 
to reflect 


which 


There seems to be an over supply of call 

for general stock exchange collateral 
which may reflect itself in an increased demand 
for bills. Our own portfolio, while it has been at 
a higher point than during the previous month, 
is now at about the point where the month 
opened. We are called upon to make but few 
purchases for our own account as our rates have 
been slightly less favorable to the seller than 
could be obtained from the dealers. 


money 
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RETAIL 
October proved to be a month of large sales 
for the retail trade in New England It was 


the first month since March that the Boston 


department stores had larger net sales than dur- 
ing the corresponding month last The 


stores in other New England cities have not been 


year. 


doing as well during the recent depression as have 
those in Boston. In October, however, they suc- 
ceeded in practically equalling the sales for the 
same month in 1920, for the first time this year. 
In fact during August and September they sold 
less than in the same months of ror1o. 

When making comparisons of present sales 
with those of a year ago it must be remembered 
that in the fall of 1920 industries generally began 
to feel the effects of the business depression 
severely and retail trade of course was also 
affected. But on the other hand it must be 
borne in mind that retail prices are lower now 
than they were a year ago. This indicates that 
the volume of goods passing into the hands of the 
ultimate consumer through the department stores 
is larger at present than it was a year ago. Other 
evidence to this effect is the increased number 
of sales transactions reported in the gain over 
a year ago for five Boston department stores 
was 11.6 per cent., and for four department 
stores in other New England cities, 17.5 per 
cent. Fall trade was late in starting this year 
because the warm weather lasted longer than 








usual. The U. S. Weather Bureau reported 
(Nov. 25, 1921) that the temperature in Boston 

Net Sales During 

I 
8 Boston Department Stores ; ; ‘ + 5.8% +31.6 
18 Outside Department Stores ; > — 2% 352° 
Total 26 Department Stores ‘ ; ‘ + 4.45 +32.4° 
4 Boston Women’s Apparel Shops - ° laa, + 60.7% 
* 3 Women’s Apparel Shops. 
NET SALES 
EIGHT BOSTON OEPARTMENT STORES 
/ 


[Y 
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RESERVE 


wn 


TRADE 


higher than normal every month 
Merel while 


1920. Aiercn 
advertis- 


has averaged 
June, 
they find it necessary 


ints state that 


since 
to increase their 
ing in order to maintain the volume of sales, 
the public responds generously to a real bargain 
well advertised. 

Retail lead given by 

This is 
Merchants 
are loath to increase their retail prices because 
they are having difficulty enough in maintaining 
rapid turnovers with prices as they are, and 
accordingly have attempted to absorb as many 
of the smaller increases in wholesale prices as 


prices, following the 


wholesale quotations, are stiffening. 


particularly true of cotton goods. 


possible. 

Stocks of goods maintained by the merchants 
who report to the Federal Bank of 
Boston have been increasing since the middle 
of the summer in anticipation of fall trade. 
Nevertheless measured by their 
retail value, are relatively low. The department 
stores in both Boston and other New England 


3oston 


Reserve 


these stocks, 


cities and the women’s apparel shops in 
had lower stocks (in dollars) on November 1 
than on the corresponding date in either 1919 or 
1920. 

The outstanding orders on November 1, of 
seven Boston department stores amounted to 
7.03 per cent. of the cost of their total purchases 
during 1920; of 10 other New England depart- 
ment stores 6.09 per cent.; or of the 17 combined, 
6.88 per cent. 

Stocks at Retail 
October 31, 1921 








Con red wit — 
Oct. 3 Se Oct. Ju ru Oct 
1920 1921 1921 
—- 8.5 5.9 2.77 3-43 
—15.9 - 6.5 4.10 4.58 
= ) —II.0 6.1 3.05 3-73 
+ 7.0 — 1.0 + 1.5%* 2.25" 2.92 
NET SALES 
EIGHTEEN OEPARTMENT STORES N NEW ENGLANO CITIES 
OTHER THAN BOSTON 
/ 
/ 
/ 





Average Monthly Net Sales, January to June, 1919 — 100 
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WOOL The price of raw wool was 

firm during November with an 
upward tendency. The volume of sales in Bos- 
ton was of moderate proportions, although 
possibly slightly larger than during the previous 
month. A government auction held during the 
first part of November was very successful, 
both from the standpoint of the amount sold 
and the prices paid. Dealers report that there 
has been an appreciable reduction in the stocks 
of the more popular wools and that it is some- 
times difficult to buy large quantities of the 
kinds desired without causing the prices to 
advance. This country does not produce 
enough wool to. satisfy the demand and 
normally we import several hundred million 
pounds from Australia, South America, and 
South Africa, to meet the deficit. At present, 
however, the Emergency Tariff is restricting 
such imports. 

Foreign wool-growing countries, almost with- 
out exception, have large surplus stocks of raw 
wool on hand, much larger proportionately than 
we have had in this country. However the 
British Government and the Australian growers 
have combined to regulate the amounts to be 
offered at the regular wool auctions held in 
London and in New Zealand and Australia and 
have been able thereby to cause an increase in 
prices during the past few months. 

The latest government report on the consump- 
tion of wool in New England indicates that a 
larger amount was consumed in September than 
in any previous month in 1921, in fact the largest 
amount since April 1920. The woolen and 
worsted industries are running at what is usually 
spoken of as normal. The goods markets how- 
ever, are dull. The industry has lately had 
to contend with a strike of garment workers in 


New York. 
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COTTON AND A cotton crop at least moder- 
COTTON GooDs ately larger than the latest 
government estimate of 6,500- 
ooo bales is assured by the figures for cotton 
already ginned. Both exports and domestic con- 
sumption continue large; since August 1 exports 
have exceeded those of a year ago by approxi- 
mately 50 per cent., while domestic consumption 
during the month of October— 495,000 bales— 
was almost 25 per cent. greater than during the 
same month in 1920. New England consumption, 
as the accompanying chart shows, was larger dur- 
ing October than at any time during the past year. 
Too much emphasis can hardly be placed on 
the fact that, in the last analysis, the price the 
ultimate consumer will pay for cotton goods gov- 
erns the price that can be paid for the various 
products extending backeven to the raw material. 
Cotton, it is true, is purchased and the chain of 
manufacturing processes undertaken and com- 
pleted before sales to the consumer are made, but 
the price paid by the latter constitutes the source, 
as it were, for the remuneration of all connected 
with the industry. The manufacturer, no less 
than the merchant, to be successful, must gauge 
with reasonable accuracy the price at which the 
finished product can be marketed. The estab- 
lishment of a sound basis for determining what 
the consumer will pay requires definite knowl- 
edge as to the size of the crop; obviously a market 
at higher prices can be found for cotton goods 
representing 6,500,000 bales than would be 
possible if the crop to be marketed should equal a 
number of commercial estimates placing the total 
substantially above that amount. Until actual 
ginning results establish the size of the crop with 
a fair degree of precision, prices of both cotton 
and cotton goods are bound to be influenced by 
the constant readjustment of estimates occurring 
within the industry. 





















Wool Statistics are from the 
U.S. Dept. of Agriculture 


Wool Prices from the 
Commercial Bulletin, Boston 





Cotton Statistics are from the 
U. S. Dept. of Commerce 


euemete Se 


— 


1921 MONTHLY REVIEW OF THE 

PAPER Conditions in the paper in- 
dustry show steady improve- 

ment. Production for the third quarter of the 


year was substantially higher than in either of the 
preceding quarters, and production during 
September — 478,000 tons—was 8 per cent. 
greater than in any preceding month of 1921. 
Preliminary data to November 1 indicate the 
continuance of this upward trend. In spite of 
the increased production, mill stocks have shown 
a steady decrease for six successive months, and 
now stand at 
since January. 
the feeling is 


a lower figure than at any time 

Prices have remained firm and 
spreading that the long desired 
stabilization of quotations has been attained. 
These constructive features should, however, be 
considered in light of the fact that the latest 
complete data available show that the scale of 
operations is still 25 per cent. below that of a 
year ago and 11 per cent. below the average of 
the past three years. 

The paper board branch of the industry re- 
veals the most pronounced recovery; eutput has 


increased over 40 per cent.since mid-summer and 
at the same time stocks steadily reduced. The 
importance of this gain is not limited to the 
paper industry itself, for paper boxes are used 
primarily as containers for the products of other 
industries, demand _ therefore indi- 
cates increased activity in other lines of business. 
Newsprint production decreased moderately 
in September, but increased shipments lowered 
the stocks on hand and the figure of 20,323 tons 
on October 1 is the lowest this year. Preliminary 
data for October indicate heavier production in 
that month and a continued lowering of stocks. 
{ Paper stocks in general on October 1 aggregated 
12 days’ average production, in contrast with a 
supply equal to 14 days’ production early in the 
spring. 


increased 


PAPER PRODUCTION AND STOCKS 
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Paper Statistics are those of the Federal Trade Commission 
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the United 
States for the four weeks ending 


TRANSPORTATION Carloadings in 
November 5 aggregated 3,650,000, an increase 
of 130,000 over the total for the previous four 
weeks, and the highest such figure this year. 
New England the 
national trend, though the per cent. of increase 


Carloadings in followed 
Gains must be character- 
In New 
England carloadings of grain, grain products and 
livestock are substantially heavier than last year, 
coal, merchandise and miscellaneous about the 
same, while forest products have fallen to about 
one half the volume. The movement of 
modities into New England, as evidenced by 
figures for cars received from connecting carriers, 


was somewhat larger. 
ized as very largely seasonal however. 


com- 


does not present as favorable a picture, and is 
still somewhat totals. 

Railroad earnings for the country as a whole, 
though failing to equal the volume anticipated 
by the Transportation Act, are sufficiently large 
to meet the fixed charges on most roads and give 
promise of reaching a satisfactory figure as soon 
Though an im- 
provement in the earnings of New England roads 
has been noted during recent months, it has not 
been sufficient to warrant the hope that carriers 
in this section can be placed upon a self-sustain- 
ing basis until some relief is afforded by means of 


below 1920 


as business returns to normal. 


a more equable division of through rates on 
freight with New 
England. 

The operating statistics of the railways show 
a constant reduction in the rate level; the de- 
creases have been in individual rates and groups 


transferred carriers west of 


of rates, but have been sufficiently numerous to 
reduce the receipts per ton mile 6 per cent. from 
April to July, and since that time the decrease 
has probably been equally, if not more, rapid. 


| REVENUE FREIGHT CAR LOADINGS | 


| UNITED STATES 


Thousands of Carloads 
N © 
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Carloading Statistics are those of the American Railway Association 
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BOOTS AND Although the shoe industry 
SHOES is quieter now than it was in 


August, it does not follow that it 


is not in as good position. A sla kening of activ- 
ity should be expec ted at this time of the year 
when factories are completing their output of 
fall shoes preliminary to starting on the spring 
run. 

The total produc tion of all kinds of shoes dur- 
ing October by the nine New England manufac- 
turers who report to the Federal Reserve Bank 


of Boston was 5.7 per cent. less than during the 
he comparison with October 
is favorable, however, for there is a 


gain of 80 per cent. 


7? 
previous month. T 
last year 
Of course this industry was 
in the deepest part of the depression in the late 
fall of 1920, so the comparison is hardly a fair 
one. Business generally was good at this period 
in 1919, and during October of that year (1919) 
these same nine manufacturers produced 56 per 
cent. more shoes than during this past October. 
The decline in production between September 
and October of this year was largely due to a 
falling off in men’s shoes,—women’s nearly hold- 
ing their own, in fact the October output of the 
latter was about 90 per cent. larger than during 
October, 1920. 

Shipments from the factories, 
usual seasonal trend, 


following the 
declined in October com- 
pared with September. However, they were 
slightly above those of October last year. 
Manufacturers taking orders for 
shoes to be delivered next spring. The total of 
net new orders received during October was 


are now 


about 13 per cent. higher than during the same 
month last year and approximately 15 per cent. 
above September this year. Of course the com- 
parison with 1919 reveals a sharp decline. 
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CONFECTIONERY Activity in the confectionery 
industry is greatest during the 
last quarter of the year, as it is during this period 
that the requirements of the holiday trade must 
be met. Stocks are accumulated and efforts 
directed toward making the largest possible 
deliveries during the weeks immediately preced- 
ing Christmas for it isan axiom of the industry 
that, regardless of conditions earlier in the year, 
sales at this time are limited only by the ability 
to make deliveries. 

The situation of the confectionery industry in 
the early months of 1921 was typical of that ex- 
perienced in most industries during a period of 
falling prices; the average dealer, desiring to 
be in a position to take advantage of any con- 
cession made by the manufacturer, avoided 
accumulating stocks and bought only on a hand 
to mouth basis. The manufacturer, with the 
experiences of the holiday season of 1920 fresh in 
mind, produced only to meet actual require- 
ments. 

Business during September and October was 
good; the first two weeks in November brought 
a slight in activity, but demand 
improved noticeably in the latter part of the 
month. There has been an almost complete 
absence of the large number of forward orders 
usually characterizing the holiday season; the 
size of the average order is small, and operation 
on a satisfactory scale has been made possible 
only by the steady stream of day to day pur- 
chases by which distributors and retailers cur- 
rently replenish low stocks. 

While costs of production are much lower than 
a year ago, reductions have been uneven. Sugar 
and cocoa prices have fallen to a greater extent 
than most commodities but, on the other hand, 
quotations for nuts have not lowered materially 
during recent months. A few firms still have a 
little sugar acquired at levels much higher than 
those prevailing today but, in the main, in- 
ventories represent an investment very little in 
excess of what it would take to duplicate them 
at the present time. 


recession 


The greatest saving has 
been in labor costs, the economies being due toa 
marked increase in the efficiency of labor rather 
than to reductions in rates of pay. 

There is a well-defined feeling that, in their 
desire to avoid risks, the final distributors are 
tending to under-buy and that stocks will be 
cleaned up by Christmas, with some shortages 
developing before the first of the year; for this 
reason a January trade that — considering the 
industrial situation — will be unusually good, is 
anticipated. 
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LABOR The labor situation in New 

England is typical of the general 
readjustment the entire business community is 
undergoing. Changes are not so marked as dur- 
ing the period of rapid price deflation, conse- 
quently it is at times difficult to make allowance 
for seasonal variations in the different industries 
and, striking a true balance between favorable 
and unfavorable factors to determine accurately 
the trend of events during the month. Changes 
in wage rates are becoming less frequent, though 
the still slightly 
Unemployment is serious in Lynn 
of 
pay remains at its peak and manufacturers claim 
difficulty in competing with other centers where 


the tendency on whole is 
downward. 


and Haverhill, shoe centers, where the scale 


wage deflation has accompanied lower costs for 
materials; negotiations between employers and 
unions have thus far failed to yield a settlement. 
In the cotton manufacturing industry the argu- 
ment is frequently urged that another wage cut 
will be necessary in order to meet the competi- 
tion of southern mills where the scale of pay is 
substantially lower than that prevailing in New 
England; nothing definite on this point has as 
yet however apparently been determined upon. 

The Public Employment Offices in Massa- 
chusetts all report a falling off in the number of 
persons wanted by employers, as well as a corre- 
sponding decline in the positions actually filled. 

The scale of operations in the textile industry 
has been maintained at a fairly high level for 
some time, but unemployment in the jewelry 
centers and the various metal industries remains 
large; a report from establishments of the latter 
character in Rhode Island indicates that the 
number of employees is scarcely more than half 
that of a year ago, and conditions in the other 
metal goods centers are not materially different. 
The demand for unskilled male help is somewhat 
better than that for skilled, though at no time 
sufficient to care for all applicants. 

Demand for skilled labor centers around the 
building trades, with frequent calls for plumbers, 
carpenters and painters for jobbing and clearing 
up work. Cabinet makers and upholsterers are 
also in moderate demand, and the printing indus- 
try is calling for more men than at any time dur- 
ing the past four months. 

Such data as are in the possession of this bank 
indicate a moderate increase in the number of 
employees in most New England industries, with 
the possible exception of silk, boots and shoes, 
clothing, and those lines whose product is closely 
related to the automobile industry. 
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COST OI A study of the changes in the 
LIVING cost of living is always pertinent, 


but it 


at a time such as th 


particularly important 


is when there is at least a 


temporary change in the direction of the move- 
ment. 

It should be realized that retail prices of 
commodities do not rise as fast nor as far as 


wholesale prices of the same commodities. There 
is a lag, so-called, in retail prices of several 
months. Wholesale prices reached their peak in 
the spring of 1920 at a level approximately 

times that of 


1912, while it not until the 


summer of 1920 that the cost of living was the 


Was 


greatest, amounting at that time to approxi- 
mately twice the pre-war amount. 

Between July, 1920 and June, 1921 the cost 
of living in New England declined approximately 
20 per cent., but for the last four or five months 
has remained practically constant at a level 
approximately 60 per cent. above that of 1913. 
The reason for this is obvious when we consider 
the movement of the prices of the various items 
that enter into the family budget. All of the 
decrease which has occurred so far in the total 
cost of living has been due to declines in clothing 
and food prices. These two items form the bulk 
of an average family’s expenditure. The cost of 
clothing ran to a higher level than the average 
of most commodities in the period of post-war 
inflation. Although it has had a drastic decline 
since the spring of 1920 it still remains higher 
than the average. Three important items, 
fuel, rent and sundries,—are now at their maxi- 
mum. They did not rise as rapidly as clothing 
and food, but have not declined as yet. The 
chart below shows the fluctuations in the total 
cost of living and in that of two of the more 
important items in an average family budget. 
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WORLD COMMODITY PRICES 


It is not generally realized to what a large ex- 
tent commodity prices in this country are gov- 
erned by world wide industrial conditions and 
consequently by prices of various commodities in 
other countries. Nor do we appreciate at times 


such as these when the currencies of many 


countries have depreciated that commodity 
prices in the larger countries when calculated on 
a gold basis (such as in United States currency), 


The 


history of this country does not record a decline 


bear close relationship to one another. 
in prices as rapid and as extended as that which 


took place between the spring of 1920 and the 


summer of this year. But that phenomenon 
was not confined to the United States. It 
extended practically throughout the world. 
The most notable exception is Germany. In 


that country the government has pursued a 
policy of currency inflation; as a result, the 
purchasing power of the paper mark is falling so 
rapidly at present that an average of wholesale 
commodity prices on the first of November this 
year was 27 timesas high as at the outbreak of the 
war in July, 1914. In several of the new nations 
in southeastern Europe and the Balkans, in Po- 

WHOLESALE PRICES 


ENGLAND 


IN CURRENCY 


FRANCE TALY UNITEO STATES 





land and Soviet-Russia, much the same condi- 
tions rule. Many of the world powers adopted 
the same policy as was followed in this country. 
The danger of the credit and currency infla- 
tion which extended throughout the world after 


the close of the war was foreseen and a program 


of deflation was inaugurated. The retrench- 
ment gathered impetus shortly after it began 
from the financial panic in Japan during 
the early part of 1920. Prices in that 


country, as well asin India, began to decline 


while those in most other countries 


were 
still increasing. The crack in the price struc- 


ture started in the Orient but soon extended 


to almost every corner of the earth. The chart 
at the bottom of the left hand column on this 
page shows the relative heights to which whole- 
sale commodity prices in the four largest allied 
countries rose in terms of the currency of each 
of the several nations involved. This is really a 
measure of the degree to which each of these 
countries inflated their currency and departed 
from the gold standard. When these commodity 
prices are recalculated into dollars by adjusting 
them according to the current rates of exchange 
between each country and the United States, 
(in other words putting these foreign currency 
prices on a gold basis) an entirely different aspect 
is given to the situation. The results are shown 
by the two charts, one at the bottom of this 
column and the other at the bottom of the first 
column on the next page. The most striking 
feature disclosed is the fact that throughout the 
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war and even until the middle of to19 com- 
modity prices in the United States were lower 
than in these several allied countries. That was 
undoubtedly due to their need for our goods and 
to the high cost of transporting merchandise 
across the Atlantic Ocean while hostilities were 
in progress. As soon as the end of the war could 
be foreseen (shortly before the Armistice), gold 
prices in these foreign countries started to move 
downward toward the level of prices in the 
United States. By the close of 1919 they had 
fallen so far that prices in the United States 
actually were above gold prices abroad. During 
the war, therefore, while it was profitable for our 
Allies to purchase as much as possible in this 
country, it was also necessary for them to do so, 
and on the other hand it was disadvantageous 
during the period of post-war inflation. 

The similarity between gold prices in England 
and the United States on the one hand, and be- 
tween France and Italy on the other, is signifi- 
cant. The English Government, for one thing, 
has probably been instrumental in regulating 
sterling exchange in this country. Then again 
English currency has not departed from a gold 
basis as much as has that of the other countries 
involved in this study. In both France and 
Italy credit inflation was marked. Furthermore 
their need for our goods subsided decidedly after 
the demands of war had ceased. 

Notwithstanding the fact that German com- 
modity prices in paper marks are about 27 times 


as high as in 1914 and have been increasing 
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II 
rapidly since the close of the war, gold 
prices are remarkably low. This enables Ger- 


many to undersell her former enemies in the 
world’s markets on many commodities. There 
are several possible reasons for her low gold 
prices. For one, Germany’s imports exceed her 
exports, thereby depressing mark exchange. 
Furthermore the government is under the ne- 
cessity of developing a huge export trade in 
order to balance her imports and provide for 
reparations payments. Low prices are one 
of the means used to overcome the prejudice 
to German goods wherever it may _ exist. 
At the same time, in order to get the Ger- 
man people to work for the relatively very low 
wages required to produce low-priced goods for 
exports, it has been found necessary to regulate 
the prices of many important items in the family 
budget. Rents, for instance, have been held 
down to approximately twice their pre-war 
level. Transportation costs of both passengers 
and freight have been maintained at an artifi- 
cially low point. Nevertheless enough of the 
articles which every family must use have risen 
so rapidly of late that there is a constant agita- 
tion for higher wages. An idea of the difference 
between the purchasing power of the paper 
mark in wholesale commodities in Germany and 
in the United States (changing marks into 
dollars through foreign exchange rates) is 
given on the chart at the bottom of this column. 
The outside world places a much lower value on 
the paper mark than do the German people. 
Were it not for government regulations, prices in 
Germany would be considerably higher than 
they are at present. 
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Condition of Selected Member Banks 

(In Thousands of Dollars) 
Banks in Portland, Fall River, New Bedford, 


Springfield, Worcester, Providence, 
Hartford and New Haven. 


Banks in Boston. 
RESOURCES Nov. 16, ’21 rags A . 4,1921 Nov. 16, ’21 Oct. 19,’21 Ja + oe 
Commercial Loans and Investments, $520,324 $526,69 5597,054 — 76,730 $299,276 $296,888 $3( 06,684 
=: 32,066 14,939 15,136 17,455 
+ 4,645 68,656 69,218 70,120 
- 1,852 4,186 S27 12,251 


Loans Secured by U. S. obligations . 30,925 31,429 2,991 
Loans Secured by Stocks and Bonds, 151,988 145,341 147,343 
U. S. Certificates Owned . : ; 5,046 1,651 6,898 27 

Other U. S. Obligations Owned. . 14,160 12,394 10,154 -+ 4,006 47,318 6,525 39,443 
Total Loans and Investments 722,443 717,507 824,440 101,997 434,375 433,294 445,953 


Cash in Vaults ; ; 11,304 11,712 15,964 - 4,660 13,491 14,207 14,389 
Reserve at Federal Reserve Bank ; 63,211 62,849 63,992 - 781 2 21,120 24,904 


LIABILITIES 


Net Demand Deposits. : . 593,903 583,941 604,974 — 11,071 244,644 246,235 26 3.16 
Time Deposits . : : : : 74,598 74,597 68,753 + 5,845 140,362 138,635 13532 
Government Deposits F : ; 13,565 9,477 6,52 + 7,039 3,981 2,786 83 


Total Deposits. r ; . 682,066 668,015 680,253 + 1,813 388,987 387,656 408,342 
Money Borrowed at Fed. Res. Bank 35.751 32,409 115,324 — 79,573 8,736 8,788 8,670 
Capital , : j ; ‘ ; 56,200 56,200 55,937 + 263 31,350 31,350 31,550 
Surplus : . : : d : 62,136 62,136 61,899 4 25% 295750 29,750 29,350 
Undivided Profits. : : 22,465 22,465 19,162 3,303 16,684 16,684 £53295 


Ratio of Borrowings to Total Loans, 4.95% 4.52% 13.98% — 9.03% 2.01% 2.03% 1.94% 


Condition of Federal Reserve Bank of Boston 


(In T 


RESOURCES LIABILITIES 


Nov. 16, ’21 Oct.19,’21 Nov. 12,’20 
GoldReserve against F.R.Notes$206,136 $217,746 $150,636 
Gold Reserve against Deposits, 41,504 40,780 42,805 


Total Gold , : . 247,640 258,526 193,441 
Legal Tender and Silver . - 45,519 16,748 10,607 


Nov. 16,’21 Oct.19,’21 Nov. 12,’20 
$7,937 $7,935  —$7,66 
19,104 19,068 2, rr 
posits: 

Government 2,388 1,699 1,187 
Total Cash Reserves . 263,159 275,274 204,048 Member Bank Re serves, 115,355 113,848 = 120,615 


: aoe he te Ene the Q3¢ OLQ (ere 
Discounts secured by U.S. Sec., 22,681 24,847 86,277 All other. ° : 39 265 499 


Discounts—Commercial Paper, 42,742 46,953 96,880 Total Deposits : 118,582 116,515 122,301 
Bankers’ Acceptances purchased, 8,856 4,500 30,247 
U.S. Sec. against F.R. Bk. Notes, 10,450 13,936 21,692 
Other U.S. Securities owned . 1,168 730 


Federal Reserve Notes . 215,458 231,940 289,040 
Federal Reserve Bank Notes, 4,420 7,906 18,369 
557. Coll ctio yn Items ; : 57,478 46,640 46,710 
Total Earning Assets . 85,897 90,966 235,653 = Alllotherliabilities . 1,413 1,323 5,714 
Uncollected items . : . 69,889 59,833 58.648 Total Liabilities. 424,392 431,327 502,154 
Other resources : : , 5,447 5,254 3,805 Reserve Ratio . : : 78.8% 79.0% 49.6% 
Total Resources : . 424,392 431,327 502,154 Loans to other Fed. Res.Banks, 6,741 16,042 62,415 
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